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1977 in Brief 


(in thousands of dollars) 
Financial 1977 1976 
Operating revenues $40,939 $40,011 
Operating expense 35,285 36,495 
Operating income 2,749 167 
Net Income (Loss) TEN (3,698) 


Funds provided from 
operations 3,563 


Earnings (Loss) per 
common share 24 
Operations 
Passengers carried 521,000 455,000 


Revenue passenger 
miles 343,125,000 404,092,000 


Load factor % 52.0 51.2 


trans@air Limited 


DOLLAR DISTRIBUTION — 1977 


Revenue Percentage Expenses Percentage 


Salaries, 
Wages & 
Benefits 341 


Mainline 
710 


Other 
Expenses 


Depreciation 7 


Charter 258 


AircraftRentals 52 
Landing Fees 


Other Revenue 32 


Sales Commissions 24 
NetEarnings 18 


FUNDS GENERATED FROM OPERATIONS 
Millions of $ 
4 


1973 1974 1975 1976 1977 


Report to the 
Shareholders 


Enclosed please find the consolidated 
financial statements for the year ended 
December 31, 1977. 


FOURTH QUARTER RESULTS 


The fourth quarter results were severely 
impacted by the economic situation in 
Northern Manitoba and adverse weather 
conditions prevailing in all operating regions 
simultaneously. The result was decreased 
passenger traffic and revenues. 


Gross revenue in the final quarter totalled 
$8,636,000 as compared to $9,462,000 in 1976, 
a decrease of $826,000 or 9.1%. 


Operating expenses decreased by $364,000 
from $9,523,000 in 1976 to $9,159,000 in the 
final quarter of 1977. The operating loss for the 
fourth quarter of 1977 was $523,000 as 
compared to a loss of $931,000 in 1976. 


The above comparisons reflect the ground- 
ing of the Boeing 707 aircraft in 1976 which 
negatively affected the 1976 operating costs 
and margin by an estimated $400,000. 


The soft economic condition in Manitoba is 
of serious concern. Passenger loads are static 
or declining on our Manitoba route sectors and 
activity in our helicopter division has seriously 
declined. 


We are.....reviewing our operations onacon- 
tinuing basis, 
oe adjusting schedules and _ staffing 
where possible, 
ref reviewing our marketing strategy to 
determine better revenue possibilities. 


THE YEAR IN REVIEW 


Your company commenced 1977 operations 
under most trying circumstances — deteriorat- 
ing margins, escalating costs, a large cash 
flow deficiency and a negative working capital 
position. In late 1976 we embarked upon a 
number of actions in an endeavour to improve 
the viability of your company. Some of the 
action taken has been painful, especially with 
regard to the human element affected. Overall, 
however, we are pleased that the financial 
results you are about to review indicate pos- 
itive results and their consequent effect on 
Operations. In most aspects the Company's 
operations have been substantially improved. 


— operating margins have improved 

—equipment utilization has reached all 
time highs 

— employee productivity is up by approx- 
imately 10% 

— a positive contribution to working 
capital has been made 


The problem of uncontrollable cost es- 
calations, such as fuel, materials, outside 
services, labour agreements and the govern- 
ment’s user pay policy, still have to be dealt 
with. To obviate some of the effect of these 
cost increases we filed and received approval 
for a fare increase, effective March 1, 1978. 


On April 7, 1978, we received the decision of 
the Canadian Transport Commission relative 
to the acquisition of an interest in Transair by 
Pacific Western Airlines Ltd. (see Note 5 to the 
financial statements). As part of the agreement 
relating to the acquisition, Transair filed 
applications with the Regulatory Authorities 
to add the Prairie points of Regina, Saskatoon, 
Edmonton and Calgary to our route system. 
We also asked to suspend scheduled service 
east of Winnipeg. The Commission approved 


the acquisition of an interest in Transair by 
Pacific Western and approved the licencing of 
the Prairie points mentioned above on 
Transair’s existing Manitoba licences. As at the 
time of this report, no decision has been 
received on the application to suspend our 
Eastern scheduled service. 


Pacific Western employs 2,426 people and 
operates a fleet of 22 aircraft made up as 
follows: 


13 Boeing 737s 

2 Boeing 707s 

1 Boeing 727 
3 Lockheed Hercules freighters 
3 Convair 640s 


The combined route structures of Transair 
Limited and Pacific Western Airlines will give 
the companies a solid economic base and 
enhance the stability of both organizations and 
enable them to meet the challenge of the 
future. 


In closing, a special word of thanks to all 


employees for their support and determination 
to prove your Company's viability. 


— April 10, 1978. 


H. D. COPE, President 
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trans@air Limited 


Consolidated Statement of Income 


For the Year Ended December 31, 1977 
(With 1976 Figures for Comparison. In Thousands of Dollars) 


1977 
OPERATING REVENUE 
Scheduled Services $29,066 
Helicopter and Avionics .. & 2,384 
Charter ae 8,161 
QO tN ets secs ateetceecvescre stants create cues stte Mises eneaaws ca veumrzenesteacns ate cornea at 1,328 
40,939 
OPERATING EXPENSES 
PARAMS ON OSE MMTO INS Shetceeacerooteacen cccechenon ce ceoeearSeereccecrconchnc enero race ehcoSaachchicast eee Recee ce error 14,857 
Maintenance. .......... = 4,620 
Customer Service .. 9,742 
Manketingpesssssss a we 1,980 
GenerallamagiAGminiStrative cececccesccccsveecssssccesoncsscosevencetenssessecessvice suecteiectcscecsscensass cescsssics 2,361 
ElelicoptenanGAviOMmiCS pecccscsc.ncctce- nes sacow csc cos seoencceseesseveccustcoscens corecetrtotevsceraccecctertieceesae 1,725 
Total Operating Expenses oon 
DepreciationiamadlAmontizati omy reces-cccecceccweccscc-ce-scncasscces vancy sc acese-eeenscevcnstrtvcfesceretescsaecietstouss ts 2,905 
38,190 
ORERATIINGEINGO MES eer ere ener oi say Seernncereecent lane scenes eee cere oes Meee ree s oes oes necer econo 2,749 
Imterest (NOG) cccsveccessitevvecccedecevdscceusecs tivuleusleces suas tess cbevecievenssceveretevcddestasvesesisitssastvacseesved 1,879 
INIGOMIE (LOOKS) IEVEIRORIE WIE TONILOWMNKE) TAREE coccencocccccsccnencocacensacennennenaenaeno9nacccs 870 
Provision for loss in non-consolidated subsidiary (Note 9) ... ry _ 
Pre-operating costs written Off ............--cesecccesseeeeseceeeeeeseneees ue —_ 
Foreign exchange loss (Note 2) ..........cccceseeeeee (264) 
Gain (Loss) on disposal of property and equipment.. 20 
INKOTMAEXCUITAIMe] C4 OEMS cnconenanenecenconcooneenonencosceccencn a _ 
Incomeitaxtexpensel(INOtei7s)|esccsscencxcesccomscsacca sce ons ves see eerie weet ee eeeU nes eactetreli ey eciuste-soaresatesies 430 
INKCLOIMIE (LOIS) IERIE [EXATRVAOVRIDIINVNRN? TITENMISS coscoscccocaoncnconncssoosencnoeenoraocaneencencene 196 
EXTRAORDINARY ITEMS: 
Gainlirom|salelofothenassetsrececcsccese cr cence cscrcre cece ccearicescsscpetaer sete seaceversecsesresesceatsersssesasre — 
Reduction of income tax expense (Note7) .. 
NET INCOME (LOSS) FOR THE YEAR...... 
Earnings (Loss) per common share — before extraordinary iteMS ..............cccecceeeereeeseeeeee .06 
Earnings (Loss) per common share — after extraordinary it€MS .............::ccseseeceeseereesseenees 24 


The accompanying notes are an integral part of the financial statements. 


1976 


$25,078 
1,873 
10,930 
2,130 


40,011 


15,811 
5,474 
9,233 
1,812 
2,825 
1,340 


36,495 
3,349 


39,844 

167 

2,380 
(2,213) 


(1,248) 
(1,061) 
(185) 
(132) 
(390) 
229 


(5,000) 


OF 


DISPOSAL 


2) 
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transair Limited 
Consolidated Statement of Deficit 


For the Year Ended December 31, 1977 
(With 1976 Figures for Comparison. In Thousands of Dollars) 


1977 1976 
DEFICIT AT BEGINNING OF THE YEAR 
UNSTOLKENTIOTUIINA KE] ovo nie Deere seconcencchacocacooce toa teoc ee onocaceogo Sacco ee DeECAoe eee e EECEEe PEPER eer $(4,528) $ (669) 
Adjustment for change in method of accounting for foreign exchange (Note 2) .......... 304 56 
Adjustment of provision for loss in non-consolidated subsidiary (Note 9) ........ (101) — 
INSUICS GUC Sooessbesancncnstectese= 15653600 5005000505 0020050200502 bos can SOESODEDCCE DES CEODER ESE Sa oO CLC RE SE ECreCeeOG (4,325) (613) 
. INTEW TINKCOIMIE (URIS) TROVR WRI YTE/ATR) ccosenacasacchcesapaceoreoasecoocedcoonecoscocaseddedoonecocaNoSCAN6CHSH0 741 (3,698) 
> 2 at DIVIDENDSSPAIDNONERPREEERENCESSHARIES beseecenseees ents cexecooecacnaao0€ (14) (14) 
= S| } DEFICIT AM ‘ENDFOR tHE YEAR ic crcccccctecurecececerce eecevsecevcecee set sceseseeceerevecsslbisea auceersstscs $(3,598) $(4,325) 
ate Ol 3S The accompanying notes are an integral part of the financial statements. 
9} ES a i. T 
> om rm 19 5 
ie eS Consolidated Statement of 
SS Str . . . . . 
ae ee Changes in Financial Position 
ans ere For the Year Ended December 31, 1977 
ee ele aa (With 1976 Figures for Comparison. In Thousands of Dollars) 
Let eclien® 1977 1976 
Star a= WORKING CAPITAL PROVIDED: 
oS i See From operations excluding charges not affecting working Capital .................:ccceee $ 3,563 $ — 
a Tile sul Extraordinary gain onsale of assets — net of non-current portion ...............:ccccccceeees — 496 
= a S Taha) Reductionin mortgage and agreements receivable ..................... ro 235 195 
ey Ree SAID ©Xi CCP OUTIET cocosceccecocenensesnorcnongnodcenotencnnencansesoncen ai 54 7,308 
= Be te LORE IAIEITIIN HIMEMIONING)  ococccosocancccconsodenneconaacoonoasonanceAce we 3,484 = 
i nem gota lnesente cee Mer eerste eet ferme le ae earn a 7,336 7,999 
fe, 
Spe at: _ 
a2 WORKING CAPITAL APPLIED: 
a = To operations excluding charges not affecting working capital .... ea — 12 
ee) Gapitallexpenditunesmere neta tserssce reteset reson crenseenttiscereresancsanns its 2,325 2,289 
face 3) Repayment of long-term debt ...................... was 2,609 7,661 
ee, Advances to non-consolidated subsidiary .... _ 263 
SB Al Development and fleet pre-operating costs ... — 64 
Bee eee ae Beferrediisaseipaviments perme mare eer eee Creer ees 54 54 
[OWA IEIAeIS OM [OV@LEEIGE SIMETIOS cos nncoceccsoco seq ssnaceuccancecenceccanee caonteonsnnc sonaeononorsssgocgoeracoAcoecoN 14 14 
MOtall ccs ae cee seepessterciesvenstaws sees ..-. OOgE mn Oo 
INCREASE (DECREASE) IN WORKING CAPITAL .......0..:.:ccccctcscsccteteeceetscseteteeeenresenes 2,334 (2,358) 
WORKING CAPITAL DEFICIENCY AT BEGINNING OF THE YEAR............cccseee (11,285) _ (8,927) 
WORKING CAPITAL DEFICIENCY AT END OF THE YEAR.............c:ccccccccsceretteereererees $ (8,951) $(11,285) 


The accompanying notes are an integral part of the financial statements. 
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trans@air Limited 


Consolidated Balance Sheet 


AS AT DECEMBER 31, 1977 
(With 1976 Figures for Comparison. In Thousands of Dollars) 


ASSETS 
1977 
CURRENT ASSETS: 
A een poe COB eCHEO ESOL Oo EC ACECO CED ONEU STEER EOC RaCER CODEC EOE DOSE SOD ECO CERORE CROCE EE BOS BOLE Ea EOC ERP RR CEEEEE ae $ 65 
Accounts receivable — trade ................ 3,415 
— sale ofaircraft cs = 
Inventories of parts, supplies, gasoline and Oil — at COST ........ ee ceeeeceecnccesecteecseeeseeneess 1,393 
Mortgage and agreements receivable due Within ONE Year ...........cecceeeereesesereeeeeeeeeeeees 219 
PrepaidiexPenSes a ecc cares caresses cnc. cose oes essa ueeser aves vnres coven bs sstc estenieas conidceseessiasccasatescess 164 
MOtalicurnemntASSets) «cccccseceveve secs cwesscoceiceveees eesons ster sens vvasevensieeessisivsiisstecas 5,256 
MORTGAGE AND AGREEMENTS RECEIVABLE, 
(ESS EMMOUTLS CUB WANT OMOS/EET? ccencceocesosocecosocosenncacc sennssoncacococoFocgsecCHEgoECETOCEDEESDEOEEOOCOCEEN 1,043 
PROPERTY AND EQUIPMENT — at cost 
PNERTENRCEV ACI THT | m8 Gre (WNT OTE TIN. onesnccceecocenceoacocsodopccensacaasasec.96seo dogo acoCboosoIEce eEocoesooSUDSIGEUGOSOTOCH 25,815 
Lene |, LOW HTK hiMeS, Elme] COWIE] GL [WHPSTTNETING ccenconacenssccenceccennsoscscoscaugo.eovo coon oboe oAEaCEREEAEORIEEISEHO 3,483 
29,298 
ILE SS EVSCUIITMULENE CI CEIOTELSTEMION ccoacnanseccaoccsoccsoccoecaenccaecadcacceactoncceoccneccoocceoncaccascdgseacaacaoss% 7,941 
Netipropenty/Stequip Ment :.<ccccr-cccceccsctese-tescervortecececersatovecocreescevicssovestv« 21,357 
DEVELOPMENTAL AND FLEET PRE-OPERATING COSTS. ..........c cc ecececeeseescerereeeeeees 548 
DEFERRED LEASE PAYMENTS 948 
MLO (YA Ue rete so cota secoccoccoe ooo ccacc coro cence Cc eccee coe One Con ACLERCCcE AcE eRCr EE eee $29,152 


The accompanying notes are an integral part of the financial statements. 


$39,493 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES: 


Banktindebtedmessi(INOtCI4) | cecccsrccscicccsreccesscccasscecavecaescceesviersocs cascaas riapyeurecetssuasevaition toees 
Accounts payable and accrued charges 
Unearned revenue 


Motallcurnentiliabilitigsye. sccssccse essences ee eases since ceeoenecenetereeeccsscecernttee 14,207 
BYANIKGIEOAINI(IN te 5) eee cee eee ce a enh I a on gral ue ne 2,000 
LONG-TERM DEBT, less amounts due within one year (Notes 2 & 6) ..........cccccceeeeeteeeeees 9,868 
DSR) IINKCOMIES TWAS Q(INKOIO7))  coococaceccasctcoossodacbeanacasecocensecosaocascnasagennceonecnoecensEneeIcece 206 


SHAREHOLDERS’ EQUITY (Notes 1a & 8) 


Capital Stock: 
PreferemnCeSManesyrccesccseccsces cess cere re soar scerere serge eed stad atuv save tiem test tarine sl ecumeursicres 200 
GS OMMIMO MS LOC Kigerese ores secre see eee such case setae ee teteeea cease sad cere tei'eccctaveuesteceucg vee daseedtaees 6,269 


6,469 
DS tiG te a ee oa eee ee NTE RPM te, | hi nian tne oer (3,598) 


INERSIMETIETMOLCENS? GUT cecoocsooccsseceancconcacconadnngecnodsecaTacecocEnncascenocooenencerec 2,871 


TITIAN ccecocareosaccnnceecoadao:ceccocceacesconcecoter se sono naonrntecibaccedcerecconscencac oc noeRoRGoo: $29,152 


Approved by the Board: 


S. KANEE, Director 
R. McDANIEL, Director 


The accompanying notes are an integral part of the financial statements. 


1976 


$ 5,834 
10,841 
914 
8,446 


26,035 


200 
6,269 
6,469 

(4,325) 


2,144 


$39,493 


trans@air Limited 


Notes to the Consolidated Financial Statements 


1. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 


This summary of accounting policies of Transair 
Limited and subsidiaries is presented to highlight 
those policies which are significant to the compan- 
ies’ operations and to facilitate the evaluation of the 
financial statements contained in this report. 


(a) Principles of Consolidation 


The consolidated financial statements include the 
accounts of the company and wholly-owned sub- 
sidiaries Midwest Airlines Ltd., Arctic Wings Limited 
and Aircraft Services (Western) Limited. The latter 
two are inactive. The acquisition of Midwest Airlines 
Ltd. has been treated for accounting purposes ona 
“pooling of interests” basis, and the issue of 739,000 
common shares with an assigned value of $3,695,000 
for the acquisition resulted in the company’s con- 
solidated capital stock account being increased by 
$13,000, equivalent to the paid-in capital of the 
subsidiary, and retained earnings being increased 
by $2,058,964, equivalent to the retained earnings 
of the subsidiary on May 2, 1969. 


(b) Depreciation and Amortization 


Depreciation of aircraft and flight equipment is 
provided on a straight-line basis at rates which are 
sufficient to reduce their book value to estimated 
residual values at the expiration of their estimated 
useful lives. The cost of airframe and engine over- 
hauls is capitalized and amortized on the basis of 
hours flown. 


When new aircraft are acquired the estimated 
value of available flying hours of engines is segre- 
gated and amortized on the basis of hours flown to 
the date of the first overhaul. 


(c) Developmental and Fleet Pre-Operating Costs 


Costs related to new aircraft prior to going into 
revenue service and pre-operating costs of new 
routes and services are deferred and amortized to 
earnings on a straight-line basis over eight years. 


(d) Leases 


With respect to the leases for two Boeing 737 air- 
craft (see also Note 3) the company follows the 


policy of charging to expense the average of pay- 
ments throughout the term of each lease (in aggre- 
gate $1,806,000 per annum). Payments made in 
excess of the amounts charged to expense are 
shown on the Balance Sheet as deferred lease pay- 
ments. This account will be reduced by charges 
to operations in the latter years of the leases when 
payments will be lower than the average annual 
rate. 


(e) Conversion of Foreign Currencies 


Current assets and current liabilities in foreign 
Currencies have been converted into Canadian 
dollar equivalents at the current rate of exchange 
prevailing at the balance sheet date. Long-term debt 
payable in foreign currencies is carried at rates 
prevailing at dates of issue. (see also Note 2). 


2. CHANGE IN ACCOUNTING POLICY 


During the year the company changed the method 
of accounting for foreign exchange on long-term 
debt. Long-term debt payable in foreign currency 
is now stated at the exchange rate prevailing at the 
date the debt was incurred. Previously these liabil- 
ities were recorded at the rate of exchange in effect 
at the balance sheet date. 


This change has been applied retroactively and 
has resulted ina reduction of the deficit as at January 
1, 1976 of $56,000 and of the foreign exchange loss 
for 1976 of $248,000. The effect of the change on 
1977 accounts has been to reduce the foreign 
exchange loss by $603,000 and to reduce the carry- 
ing value of long-term debt payable in foreign cur- 
rency at December 31, 1977 by $965,000. 


3. LEASES 


The company has two Boeing 737 aircraft on net 
leases through November 1981. In the last year of the 
leases, the company has the option to purchase 
the aircraft for $585,000 each, including spare 
engines and certain parts. Annual lease payments 
total $1,860,000 for 1978 and 1979, $1,337,500 for 
1980 and $1,050,000 for 1981. 


DECEMBER 31, 1977 


4. BANK INDEBTEDNESS 


Bank indebtedness is secured by assignments of 
book debts and demand debentures issued by the 
company and its wholly-owned subsidiary, Midwest 
Airlines Ltd. The debentures are secured by a 
fixed and specific mortgage on certain assets and a 
floating charge on all of the companies’ unencum- 
bered assets and undertakings. The debentures also 
carry further provisions that there be no redemption 
of paid-up capital on any shares and no payment of 
dividends on common shares of the companies 
without prior consent of the bank. 


5. BANK LOAN 


A Sale Agreement between Pacific Western Air- 
lines Ltd. and shareholders of the Company, who 
in the aggregate hold or control in excess of 70% 
of the outstanding shares of the Company, has been 
entered into for the sale of those shares to Pacific 
Western Airlines Ltd. at a price of $1.75 per share. 
The sale is conditional upon the approval of the 
applicable regulatory authorities. 


As a condition of the sale agreement, Pacific 
Western Airlines Ltd. undertook to make an addi- 
tional line of credit of up to $3,000,000 available to 
the Company for operating capital. A line of credit 
for this amount has been arranged with the 
Company's bank against which $2,000,000 has been 
borrowed and $1,000,000 remains to be drawn. The 
advances are secured by demand debentures pre- 
viously issued (see also Note 4) and the guarantee 
of Pacific Western Airlines Ltd. 


The Company has agreed with Pacific Western 
Airlines Ltd. that, in the event the Agreement is not 
approved by regulatory authorities, the Company 
is to repay the funds made available, in five equal 
annual installments at an interest rate equal to the 
Company's current bank rate, and as security forthe 
repayment of funds made available the Company will 
give Pacific Western Airlines Ltd., subject to the 
bank's prior claim and to the extent the Company 
is able to do so, a debenture by way of a fixed and 
floating charge on the Company’s equity in its 
assets and undertakings. 


6. LONG-TERM DEBT 


6%% note payable in United States currency secured by two YS-11A aircraft, 
parts, and equipment, repayable monthly to December, 1979 (terms 
EXteMGeGiimil O77) icccnscceveee cecdeveeciececastesacecteseuocen cen onetectetuates ores tenes cawonenennnanes 


Floating rate (N.Y. prime plus 2%; effective rate of 9%% at December 31, 
1977) notes payable in United States currency secured by two F-28 aircraft, 
repayableiquartenlytoyA pril pl OG Sperseesserernecesseetrnctrss see rare een eee 


6% term loan payable in United States currency to Export-Import Bank of 
United States by semi-annual instalments December, 1980 to June, 1985. 
Guaranteed/by aicommercial|bank ...................scccssceseeceecesessereeceesssseseseseeneresseres 


Floating rate (London Inter-Bank Offering Rate plus 112%; effective rate of 
10 9/16% at December 31, 1977) bank term loan payable in United States 
currency by semi-annual instalments to June, 1980 secured by a B-737 
ETICELG UI ospcorcoonaeceec ean sococ te aarocc oor coseac CLO RSocea Tn TC OP SSREOOSCDLOPSL EE EE CROn Dace CO nT TROT ECORCOSEOLEED 


Floating rate (prime plus 2%; effective rate of 10%4% at December 31, 1977) 
note payable in Canadian currency secured by assignment of a mortgage 
receivable on the sale of aHS748 aircraft, repayable monthly to August 1979 


Interest free mortgage in Canadian currency repayable in annual instal- 
Ments ito QB i i crvceetececectececoaecestestcvstecrtoet sotccicee evsaccuncesistecrtesescoees cre ceteneee sees: 


6% notes payable in United States currency secured by one Bell 204 and 
two Bell 206B helicopters repayable monthly to March, 1981 ....................0. 


Floating rate (prime plus 12%; effective rate of 9%% at December 31, 1977) 
bank term loan payable in Canadian currency secured by assignment of 
an agreement receivable, repayable in annual instalments to 1980 ................. 


Floating rate (prime plus 2%; effective rate of 10%4% at December 31, 1977) 
bank term loan payable in Canadian currency secured by assignment of an 
agreement receivable, repayable monthly to March, 1983 


Due within 

one year Non-current 
$ 583,000 $ 609,000 
692,000 3,995,000 

= 2,993,000 
665,000 898,000 
209,000 174,000 
40,000 120,000 
157,000 289,000 
300,000 600,000 
36,000 190,000 
$2,682,000 $9,868,000 


Maturity of long-term debt for the next five years 
is as follows: 


$2,682,000 
2,514,000 
2,010,000 
1,315,000 
1,249,000 


Interest on long-term debt for the year ended 
December 31, 1977 amounted to $1,046,000 
($2,019,000 in 1976). 


7. DEFERRED INCOME TAXES 


The companies follow the tax-allocation basis of 
accounting for income taxes whereby provisions are 
charged against income for deferred income taxes 
arising from the timing differences created by taxa- 
tion treatment of certain items such as overhaul 
charges and capital cost allowances. Benefits which 
have arisen from the application of prior years’ 
losses and which have not previously been reflected 
in the accounts are shown in the Statement of 
Income as an extraordinary item. (1977 — $545,000). 


transair 


Transair Limited has accumulated tax losses 
carried forward totalling $590,000 which may be 
applied to reduce future taxable incomes before the 
end of 1981. In addition, the excess of the undepre- 
ciated capital cost for tax purposes of property and 
equipment over the book value of the assets, net of 
other timing differences, amounted to $4,979,000 at 
December 31, 1977. Deferred income taxes have not 
been recorded in respect of these items. 


8. CAPITAL STOCK 
Preference Shares 


Authorized capital consists of 20,000 shares of a 
par value of $10.00 each, redeemable at $13.50 per 
share (including postponed dividends of $3.00 per 
share as at May 15, 1963) and entitled to a cumula- 
tive dividend of 70 cents per share per annum after 
that date. 


The 20,000 preference shares are all issued and 
fully paid. 


All dividends since May 15, 1963 have been paid. 


Common Shares 


Authorized capital consists of 5,000,000 shares 
of no par value. 3,080,811 common shares are issued 
and fully paid (unchanged from 1976). 


As at December 31, 1977 5,500 common shares 
were set aside for option at a price of $2.30 per 
share expiring in 1978. Included are options for 2,000 
shares to officers of the company, none of whom 
are directors. 


9. RESTATEMENT OF 1976 ACCOUNTS 


The cost of liquidating the company’s investment 
in Filmont Tours International Limited (formerly a 
non-consolidated subsidiary) exceeded the provi- 
sion for such loss recorded in the accounts at 
December 31, 1976 by $101,000. This amount has 
been treated as a prior period adjustment by restat- 
ing the 1976 provision for loss and deficit. 


Certain other 1976 comparative figures have been 
reclassified to conform with the basis of presentation 
of the 1977 accounts. 


10. UNFUNDED PENSION LIABILITY 

At December 31, 1977, the unfunded liability for 
past service pension benefits amounted to $382,000. 
This liability is being amortized by payments of 
$37,000 per year, including interest, for fifteen years. 


11. ANTI-INFLATION REGULATIONS 

The company and its subsidiaries are subject to 
restrictions on prices, profits, dividends and com- 
pensation under the Anti-Inflation Act. The Com- 
pany believes that it has complied with all require- 
ments of existing legislation. 


12. REMUNERATION OF DIRECTORS AND 
SENIOR OFFICERS 
Expenses include remuneration of $207,000 paid 
to six officers, none of whom are directors. Fees of 
$19,000 were paid to seven directors. 


Auditors Report: 
To the Shareholders of Transair Limited: 


We have examined the consolidated balance sheet 
of Transair Limited as at December 31, 1977 and 
the consolidated statements of income, deficit, and 
changes in financial position for the year then ended. 
Our examination was made in accordance with 
generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as 
we considered necessary in the circumstances. 


During the year the Company has changed the 
method of accounting for foreign exchange on long- 
term debt as more fully described in Note 2 to the 
financial statements. This change has been applied 
retroactively and has reduced the foreign exchange 
loss by $603,000 in 1977 and $248,000 in 1976 and 
has reduced the carrying value of long term debt 
payable in foreign currency at December 31, 1977 
by $965,000. 

In our opinion, these consolidated financial state- 
ments present fairly the financial position of the 
company as at December 31, 1977 and the results of 
its operations and the changes in its financial posi- 
tion for the year then ended in accordance with 
generally accepted accounting principles applied, 
after giving retroactive effect to the change in the 
method of accounting for foreign exchange on long- 
term debt referred to in Note 2 to the financial state- 
ments, on a basis consistent with that of the preced- 
ing year. 

DELOITTE, HASKINS & SELLS 
Chartered Accountants 
Winnipeg, Manitoba 
March 8, 1978 
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Scheduled Revenue ($000) «00.0.0... cece 
Contract and Charter Revenue ($000) .......... 


Other Revenue ($000) .......ccceeecsteeeeee teres 


Total Revenue ($000) .....ccccceceeseeceeeeteees . 


Income (Loss) before Income Tax 
and Extraordinary Items 


1975 


20,947 
9,480 
1,100 


31,527 


1974 


19,735 
9,981 
760 


30,476 


1973 


15,800 
5,617 
663 


22,080 


1972 


12,828 
4,008 
613 


17,449 


1971 1970 1969 
12,530 10,113 6,835 
3,379 3,692 4,087 
434 219 107 
16,343 14,024 11,029 


FNL CLO) secconecececcerensconreenocereoconcocercere 626 (5,229) (3,088) 679 700 810 411 (106) (1,412) (762) 

Percentof Total Revenue ............::.cccrre Ss (13.1) (9.7) 2.2 3.1 “4.6 2.5 (.8) (12.8) (12,0) 
Net Income (Loss) 

AMOUNE (S000) eeenrcemnnnnnrne sess ttirerts 741 (3,698) (2,722) 492 1,107 1,011 505 (39) (2,059) (872) 

Percent of Total Revenue ....................0005 1.8 (9.2) (8.6) 1.6 5.0 5.8 3.1 (.3) (18.7) (13.7) 

Percent of Common Shareholders Equity 27.7 (190.2) (48.6) 5.9 14.1 149 8.8 (1.4) (80.8) (80.0) 
Funds Provided from Operations ($000) .. 3,563 (12) 274 2,688 1,850 2,299 1,667 1,535 444 197 
Retained Earnings (Deficit) ($000) ................ (3,598) (4,325) (669) 2,067 1,589 496 (501) (978) (939) 77 
Common Shareholders Equity ($000) ........... 2,671 1,944 5,600 8,336 7,858 6,765 5,768 2,723 2,547 1,090 
Common Shares Outstanding 

End of Year (000) .........ccccccceeeeeeeeeee 3,081 3,081 3,081 3,081 3,081 3,081 3,081 2,054 2,011 781 
Earnings (Loss) Per Common Share (c) ....... 24.4 (120.0) (88.8) 15.5 35.4 32.8 19.7 (1.9) (102.4) (111.7) 
Book Value per Share ($) 87 63 1.82 2.71 2.55 2.20. 1.87 1.33 1.27 1.40 
Gross Additions to Fixed Assets ($000) ......... 2,325 2,289 4,438 23,260 1,588 1,754 575 5,172 3,870 571 
Net Book Value of Fixed Assets ($000) .......... 21,357 21,841 29,867 28,197 8,830 11,663 13,328 14,350 11,028 9,649 
Long-Term Debt Outstanding—Current and 
Non-Current ($000) .......:::ccccessceeeesseceses 12,550 19,439 21,891 20,654 4,542 5,588 6,912 8,514 6,559 4,681 

Working Capital (Deficiency) ($000) ............. (8,951) (11,285) (8,927) (4,031) 53 (1,441) (1,704) (4,040) (1,811) (750) 
Passengers Carried (000) ..............:::cecereees 521 455 409 484 405 328 337 301 206 134 
Revenue Passenger Miles (000) ... 343,125 404,092 276,398 342,607 225,130 159,004 145,042 125,809 78,118 40,834 
Passenger Load Factor % .........ccc:seceeseseeeeeeee 56.9 52.3 47.6 52.4 54.0 49.5 47.4 45.0 48.7 46.9 
Total Load Factor % .........cccecsessecesecresesesneees 52.0 51.2 46.2 51.6 51.1 38.5 37.7 40.9 43.8 46.0 
Average Number of Employees 740 805 855 700 690 514 485 504 468 390 


a 


NOTE: The results of Midwest Airlines Ltd. are included effective May 2, 1969. 


BAY 


HALL 
BEACH 
INUVIK ; _@ CAMBRIDGE 
BAY 
CORAL 
HARBOUR 
BAKER 
LAKE 
FORT y : RANKIN INLET 
SIMPSON YELLOWKNIFE 
TRANSAIR / PACIFIC WESTERN 
WHITEHORSE ESKIMO DOMESTIC SERVICE 
Y POINT 
® URANIUM CITY 
FORT CHIPEWYAN 
GILLAM 
TERRACE SMITHERS FORT 
PRINCE MeMURRAY 
RUPERT 
SANDSPIT 
SASKATOON 
CAMPBELL RIVER R SFY CALGARY = DRYDEN THUNDER 
» sce AN REGINA = ee | ne 
\\ ON eS ss CRANBROOK WINNIPEG STE, MARIE 


VANCOUVER : 2 aoe : ’ 
CASTLEGAR 


SEATTLE EORONTO 


= 


ZZ! 


trans@air®r Limited 
INTERIM REPORT 


For the Six Months Ended June 30, 1977 


TO THE SHAREHOLDERS OF TRANSAIR LIMITED: 


Enclosed are comparative financial statements for the 
six months ended June 30, 1977. 


These financial statements reflect steps taken by 
Management to streamline your Company’s operations and 
fulfill its primary role as a regional air carrier. 


Total revenues increased by $721,000 or 3.6% over the 
same period in 1976. Revenue losses from our decision to 
dispose of our B7O7 charter aircraft, and the shutdown of 
our heavy maintenance division in late 1976, have been more 
than compensated for by scheduled revenues, which have 
increased $3,672,000 or 33.6% over 1976 revenues. 


Operating and administration expenses have remained 
under constant review and control and as a percentage of 
revenue are 87.9% in 1977 versus 91.7% in 1976. Deprecia- 
tion, amortization and interest show proportionate de- 
creases in 1977 as a result of the B707 disposal and heavy 
Maintenance shutdown; as a result, total operating expenses 
as a percentage of revenue are 98.6% in 1977 as compared to 
106.0% in 1976. The result has been an operating profit of 
$297,000 in 1977 compared to a loss of $1,199,000 in 1976. 
Net income for the period after other items is $105,000 as 
compared to a loss of $1,730,000 in 1976. 


While the funds provided by positive net income and 
advances from Pacific Western Airlines resulted in an im- 
proved working capital position for the period, a sizeable 
deficiency in working capital still exists. Other courses of 
action are being explored to improve the Company’s financial 
position. 

A subsequent event must be commented upon, namely, 
the withdrawal of services by the Air Traffic Controllers for 
a three-day period in August, 1977. This type of unforeseen 
event adversely affects the profitability of not only your 
Company, but other airlines, the sUpport industries and 
causes inconvenience and dismay to our customers, the 
travelling public. Such withdrawals of essential services 
should not be permitted to become an annual disaster to the 
air transportation industry. It is our hope, that in addition 
to the recent action taken by the Government to restore 
these essential services, a mutually acceptable plan or method 
can be found, which in the future will eliminate the detri- 
mental impact of such withdrawals of services. 


transair Limited 


And Wholly-Owned Subsidiary Companies 
Interim Report for the Six Months Ended June 30, 1977 with Comparative Figures for 1976 
(Unaudited) (In Thousands of Dollars) 


CONSOLIDATED STATEMENT OF INCOME 


1977 1976 
FRG VOUS eerie seaaite Rei eeeee IRI oR onset RM alls cs okwionciokeleee, erace ce a a eiolavave $20,764 $20,043 
Expenses 
General Operating and Administration Expenses..............-.0ee0eeee0ee 18,250 18,370 
5 ; ; DepreciationsancvAmorntizatlonier.:easy etaneta siaieietstaaets stele s ele is)s 2.0 !< 0s) aiedeie yates 1,409 1,670 
The trend established and reported on in the first quarter interest 808 1.202 
Fea TES EEE ECE SPE ARNE ani Oe) SEEN cob odio oblas cup cgemy oid bon blo Po aidRon gio umn aap aun amo sip ; 
constant operational review and the year we see developing, ; 20,467 21,242 
We are confident, that barring other events beyond manage- OPERATING PROFIT (LOSS) before the followingitems ...........-.......-- 297 (1,199) 
ment’s control, 1977 will evidence a turnaround in your 3 = e 
Garmnenviconerariane: Gain (loss) on disposal of property and equipment. ..............-0.0-0--e00e 16 (9) 
ForeigniExchanger(oss)igainius n -esrueitie. aratetanctetenerehay Temes (ec fos: cisttartusjsuerelotens (201) 125 
The air transportation system in Canada is In a period of Inigomenlraxg =x Geliseprccrswar aa Sicmmemnemesrruete torch ctinn aie AeMiWa: cy .ctsus Incense ld tails) als) o-mea (7) - 
‘retrenchment and rationalization. Your management feels Provision for loss on advances to non-consolidated subsidiary ................... - (647) 
to a large extent we have accomplished the former and 
looks forward with optimism to our part in the latter. INVETE INCOME (LOY) FOV THAIS PERIOD) 4 occu Conc ape oedoocedeandnosoaoe $ 105 $ (1,730) 
INCOME (LOSS) per common share 


Basic tence Meee Lae Maire tere Rena ed ACC Rc cte namie teva uarovsiud a enbh/e! wieuchas sie aieee : 3.2¢ (56.4¢) 


DilGtedxiceeerercestet-perene Sree ee eM ee tag cn cheica a)ie cai aay ose mpasey opel Anti-Dilutive 
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


August 17, 1977 Harold D. Cope, President 
and Chief Executive Officer 1977 1976 
Funds Provided: 
za Net Income, excluding charges not affecting Working Capital.................. $1,631 $ 503 
7p) 5 Reductioniofi Montgage/Receivableter ny ps ten-meuciereiars sts ls) a sie) « alle)-e) mena) we) shel a) mi 108 96 
: SalejofiPropertyandsequipmenters seuteeht ce etebere tis) olves isi acsite (e! uel es Meyioneette: acta 60 - 
Wh Developmental and Fleet Pre-Operating Costs................ iperomhohterpekes Orono 106 - 
¢ Lo, 3 ra) EongulermiD ebt rinancingen kore aeerecetaeee vet» ste cigaslsrees ayche Jans ee, « 569 - 
fa, : Advance from Associated Company — Net of Current Portion................. 1,480 - 
o> I Matai Gtinds\erovictecleger peewwaa ou tetas sts ars <x iro ati c/a)sy'n\ evista ieberelearenscs 3,954 599 
Eee | Funds Applied: 

Reclassification of certain inventories to Fixed Assets ...........-.+++-000- 342 - 
. Advances toinon-consolidated SUbSICiaryer «cial cucie eis) toe vbw ne ope ee we oe ee 35 153 
2 Capital Expendittreswerpies ee ei nencue ert ie Civiey «Malte es siea'eweirn es sitar aimee S dherers 1,357 1,094 
Repayment ofsOngMien iil eb tieucicn teasiswen spelen eieictetel <lsi.-(/elie ol sPayceke)ceal se alee leleitae 1,239 1,020 
Deferred: lease: Pavimentsmicucr we sever mnctchmiten csiey eine) «ele <icrile) «val cl efebonel vie pido oo 27 ou 

Developmental and| Fleet Pre-Operating Costs... ........-. 00 eevee ean reas - 1 
ie) e+ po OLS Dividendsion|Rreterencershaneswrteasimasemcemteitattsteweters pepe) «) cine) n)s\ 6. sts lal eile) (ey 5) allele 7 7 
"I 7° / OD bo L sho tala ndsyA pplecemmvena mam inene tema Mer en nem ay thet oeat e) stlalaicoe reese ena iavewa rs 3,007 2,427 
ee | Increase (Decrease) in Working Capital... 2... 1.1... ee eee eee 947 (1,828) 
oe “| b Kg Working Capital Deficiency at Beginning of Period.............- 002s ee eee eres (11,145) (8,927) 
| | ) Working eapttaleficiency,at endlot Renipe meas ieeiveemiete: yin)’ (e+) olpsla pets wiel-1@ elels) aieile $(10,198) $(10,755) 


